TNIMIN 


TMM 


3 1761 11557137 4 


The Level of 
Pension Awareness 
in Canada 


A Report by the 
Canada Pension Plan Advisory Board 


Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 


https://archive.org/details/31/61115571374 


The Level of Pension Awareness in Canada 


A Report to the 
Minister of National Health and Welfare 


from the 


Canada Pension Plan Advisory Board 


October 1989 


Government 
Publicatiens 


nN ey | ieee 


7s I 


wv dS OOK aS -. 
J it Gileerkt ba on fae, te sages OR 


Foreword 


The Canada Pension Plan (CPP) Advisory Board is a 
statutory body whose members are private citizens 
appointed to represent employees, employers, self- 
employed persons and the public. Its role is to 
review the operation of the Canada Pension Plan, the 
adequacy of coverage and benefits payable there- 
under and the state of the Canada Pension Plan 
Investment Fund. 


A study was undertaken by a Committee of the CPP 
Advisory Board to assess the level of the public’s 
awareness regarding the pension system in Canada, 
retirement planning and in particular, provisions 
and benefits available under the CPP. The 
Committee examined the current methods of com- 
munications, such as nationwide campaigns and 
surveys, used by the CPP Administration and 
Statistics Canada and measured their level of 
efficiency. 


The conclusions drawn in the report reveal that a 
large portion of the Canadian population lacks con- 
ceptual knowledge of the pension system in Canada. 
The Committee recommends that more information 
programs related to pensions and retirement plan- 
ning be directed at all age groups and income levels 
with more specific attention given to younger 
Canadians entering the labour market. Indeed, as 
recommended by the Committee, the celebration of 
the 25th anniversary of the Canada and Quebec 
Pension Plans in 1991 will offer an excellent 
opportunity to promote the existence, the objectives 
and the many benefits available under the Plans. 


I am pleased, therefore, to release to the public the 
report on the Level of Pension Awareness in Canada. 
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Canada Pension Plan QOVISOLY board 
Régime de pensions du Canada Conse consultatif 


January 24, 1990 


The Honourable Perrin Beatty, P.C., M.P., 
Minister of National Health and Welfare, 
House of Commons, 

OTTAWA, Ontario. 

K1A OA6 


Dear Mr. Beatty: 

At its forty-first meeting on October 12 and 13, 
1989, the Canada Pension Plan Advisory Board gave approval to 
a report presented by the Committee on the Level of Pension 


Awareness. 


I now submit this report on behalf of the Advisory 
Board for your consideration. 


Yours sincerely, 


Louis Erlichman, 


Chairman. 
enclosure 
8th Floor, Tower ‘‘B’’ 8e étage, Tour ‘‘B’’ 
Place Vanier Place Vanier 
355 River Road 355, chemin River 
Vanier, Ontario Vanier (Ontario) 
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The Level of Pension Awareness in Canada 


Introduction 


During the fall 1987 meeting of the Advisory 
Board a number of members of the Board expressed 
concern about the general level of awareness of 
pensions and retirement planning in Canada. In 
particular, it was felt that many younger Canadians 
had done little or nothing to provide for their retire- 
ment years, and that many Canadians had insuf- 
ficient knowledge of the Canada Pension Plan (CPP) 


and the level of replacement income that it provides. 


As well, it was the view of some members of the 
Board that employers were not well enough 
informed of the administrative requirements for CPP 
and were not keeping careful enough records of 
employee contributions. 


In response to these concerns it was agreed that a 
committee of the Board be struck to examine the 
current level of pension awareness in Canada. The 
committee was provided with the following terms of 
reference: 


1. To assess the information currently available on 
the general level of public pension awareness. 

2. Torecommend further studies, if necessary. 

3. Torecommend, if necessary, measures to improve 
the general level of public pension awareness. 


Membership of the committee was established as 
follows: Geraldine Gilliss, chairperson, William 
Crawford, Richard Madsen, Royce Moore and 
Hayden Smith. 


Mr. Madsen served on the committee during 1988, 
but subsequently resigned from the Board and was 
no longer available to serve on the committee. He 
was replaced by Mr. William Crawford in May 1989. 


The committee met twice, on September 12, 1988, 
and September 29, 1989. 


Contributor Information about the 
Canada Pension Plan 


The committee was aware that a similar 
committee had been struck in 1975 and reported in 
1976. That committee had made nine recommen- 
dations concerning the provision of information on 
the Canada Pension Plan, including the following: 


1. That CPP undertake a broader, more extensive 
information program. 

2. That each branch office have one person on staff 
responsible for providing information services to 
the public. 

3. That national advertising campaigns include 
information about local offices. 

4, That the various "publics" needing diverse 

information about the plan be identified and 

special public relations materials devised to 
meet their needs. 

That languages other than French or English be 

used in preparing at least some print materials. 

6. That the possibility of including CPP materials in 
other government mailings be considered. 


ol 


The new committee therefore determined that its 
first task should be to discuss with representatives of 
Health and Welfare Canada the extent to which these 
recommendations had been carried out, as well as 
the current scope and status of the Income Security 
Programs information activities. Accordingly, Miss 
Katharine Bennett, Communications Executive for 
Income Security Programs, was invited to address 
the first meeting of the committee. In particular, she 
was asked to outline the purposes of CPP communi- 
cations programs, the scope and nature of current 
activities, and plans for the future. A summary of 
Miss Bennett’s presentation is appended to this 
report. 


Miss Bennett’s report indicated that Health and 
Welfare Canada was aware of the problems outlined 
and suggestions made in the 1976 report, and was 
attempting to ensure that CPP contributors were 
receiving information appropriate to their needs. In 
particular, all contributors were receiving statements 
of contributions and benefits on a 3-4 year cycle. As 
well, relevant information was being provided to 
specific target groups. Attempts were also being 
made to inform various groups through supermarket 
displays and presentations by personnel from the 
Client Service Centres. The committee members 
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noted that their personal experience with the Client 
Centres had indicated that the staff members are 
highly courteous and capable. 


It was reported that attempts were being made to 
reach those who did not speak English or French 
through ethnic newspapers serving various language 
groups. As well, special efforts were being made to 
reach the physically handicapped (e.g., blind 
persons). It was acknowledged, however, that com- 
munication problems remain where the individuals 
concerned do not possess adequate literacy skills or 
do not speak one of the official languages. 


Although it was evident that considerable effort was 
being made to ensure that Canadians were well 
informed about CPP, it was acknowledged that 
public understanding of CPP was still not at an 
adequate level. This conclusion was supported by 
the results of several surveys of the public that had 
been completed in recent years. 


In particular, it is worth considering the results of a 
public opinion survey on Canadians’ Attitudes to 
Pensions and Pension Reform conducted jointly by 
Canadian Gallup Poll and the Allenvest Group in - 
1985. Data for the survey were obtained from 
in-home interviews with 1039 adults. Some of the 
results concerning knowledge of the Canada/Quebec 
Pension Plan are summarized in Table 1. 


The results reported in Table 1 suggest that only 
59% of those surveyed were able to name the 
Canada/Quebec Pension Plan without prompting. 
There were some differences by age in the results, 
however. While only 39% of those aged 18-24 knew 
of the plan, 62 to 67% of those in age groups 25 or 
older were aware of it. Individuals in higher income 
groups also seemed to be more aware of the 
program's existence. 


Once reminded of the plan, 84% of respondents 
were aware that contributions to the plan are 
required. However, only 41% knew that the 
contributions were related to their earnings. 


Table 1. Public Knowledge of the Canada/Quebec Pension Plans, 


Analyzed by Age and Income Level 


Program Characteristic 


% of Respondents Aware of Characteristics by Age Level 


18-24 25-44 45-64 65+ Total 
Program exists 39 62 64 67 59 
Contributions are required 71 87 ae: ~)aB3 84 
Contributions are 41 38 46 41 41 
related to earnings 
Benefits are indexed a io Ree 33 ie BAG SS 80 
Benefit is approximately : : oth: 8 SS Sar ni age Gee GIs S 
25% of average salary 
% of Respondents Aware of Characteristics by Income Level 

Under 10,000- 20,000- 30,000- 40,000 

10,000 ISS) 29,999 SSIS, & over Total 
Program exists 59 eye 56 67 68 59 
Contributions are required 82 83 88 86 83 84 
Contributions are 37 a7 45 a ete 46 ae. 
related to earnings 
Benefits are indexed 32 34 33 36 34 oe 
Benefit is approximately 8 14, 8 10 14 9 


25% of average salary 


Actual knowledge of the plan’s benefits appeared to 
be quite low, and did not increase much with 
increases in age or income. In total, only 32% were 
aware that the C/QPP benefit is indexed, and only 
9% could make a reasonable estimate of the size of 
the benefit. 


The findings of this survey suggest that the Canadian 
public is, in general, unprepared to determine, in 
any precise manner, where C/QPP fits into the retire- 
ment income system. Further comments on the 
general capacity of Canadians to plan realistically for 
retirement income, based on further results of the 
Gallup-Allenvest survey, will be discussed in the 
third section of this report. 


Although Canadians in general do not seem to have a 
thorough knowledge of the Canada Pension Plan, 
there is nevertheless some evidence that targeted 
information programs on specific aspects of CPP can 
be very effective. One recent example is the infor- 
mation campaign conducted in November and 
December of 1986 to alert contributors to important 
changes in the plan, including the introduction of 
flexible retirement between the ages of 60 and 70 and 
the continuation of survivor benefits after 
remarriage. The campaign included radio, television, 
newspaper and magazine advertisements. As well, 
information request coupons were included with 
Family Allowance, Old Age Security and Canada 
Pension Plan cheques. An effectiveness survey of the 
campaign was conducted in June 1987. This survey 
was addressed to a sample of the 360,000 individuals 
who requested information about the changes. 
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One finding from this study was that the single 
largest group requesting information was composed 
of individuals aged 60-64. As well, more than half of 
those who requested information were between the 
ages of 55 and 69. Less than 10 percent were under 
the age of 40. Since the benefit changes announced 
were of most immediate interest to individuals aged 
55 or over, it was concluded that the campaign was 
generally successful in reaching the appropriate 
target group. The results of this survey also indicated 
that 87% of those who received information booklets 
and fact sheets were satisfied with what they 
received, and that 25% of those who received infor- 
mation were prompted to take further action, either 
by contacting the Client Service Centre or by filling 
out an application for benefits. 


The conclusions that can be reached from the survey 
results reported above are (1) that a substantial 
proportion of the Canadian population lacks 
conceptual knowledge of the C/QPP and (2) that 
attempts to become better informed tend to be most 
prominent among those who have been given reason 
to believe that they are, or will soon be, eligible for 
an immediate benefit. 


Retirement benefits are often complex and difficult 
to describe in simple terms without distortion. As 
well, many people, particularly young people, are 
not very interested in the specifics of pension plans. 
The question to consider, then, is what can be done 
to ensure that Canadians in general become more 
knowledgeable about the Canada Pension Plan and 
its place in the overall system for retirement saving? 


Admittedly, there is no simple answer to this 
question. However, it should be possible to prepare a 
brief conceptual outline of the plan, emphasizing, for 
example, that the benefit is 25% of earnings up to 
the average wage and that the benefits are indexed. 
Young people, particularly those just entering the 
work force, should be encouraged to acquire this 
conceptual knowledge, as well as to develop some 
understanding of the additional replacement income 
they will need if they are ultimately to enjoy a 
financially secure retirement. 


The forthcoming 25th Anniversary of the implemen- 
tation of the Canada Pension Plan offers an 
exceptional opportunity to remind Canadians of the 
existence of the plan and the scope of its major 
benefits, as well as to bring more attention generally 
to the need for long-range retirement planning. In 
particular, the committee felt quite strongly that 
efforts to recognize the 25th Anniversary should 
involve not only the national level but also the 
regional Client Centres, in order to reach as many 
Canadians as possible. (For example, there could be 
presentations to the local media regarding the 
services available at the Client Centres.) 
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The committee therefore recommends: 
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THAT very simple materials outlining the major 
features of the Canada Pension Plan be 
developed and distributed to students leaving 
high school, college or university, and young 
people beginning employment. 

THAT labour unions, small businesses, and 
financial institutions be encouraged to make 
similar information available to their members, 
employees and clients on a continuing basis. 
THAT Health and Welfare Canada increase its 
efforts to communicate with population sub- 
groups where the language used is neither 
English nor French. 

THAT the 25th Anniversary of CPP in 1991 be 
used as a focus for strengthening the profile and 
image of the plan among Canadians. 

THAT the regional Client Centres as well as the 
national office be involved in activities relating 
to the 25th Anniversary. 


Employer Awareness of 
CPP’s Administrative Requirements 


Smooth operation of the Canada Pension Plan 
depends upon employer compliance with the 
requirements for forwarding and attributing CPP 
contributions. If contributions are not connected 
with the correct individual name and social 
insurance number, the contributor’s record will be 
incomplete and some loss of benefit may occur. One 
of the complicating factors is that information on 
contributors and contributions is collected by 
Revenue Canada, using T-4 slips, and then trans- 
ferred to Supply and Services, which maintains the 
contributor records. Since the CPP administration 
does not currently have direct access to the T-1 
information collected by Revenue Canada, it is 
difficult to resolve situations where the name and 
social insurance number do not match, either 
because of errors or because a name change has 
occurred and the SIN record has not been changed. 
Where the name and number do not match, the con- 
tributor information is added to the "suspense file", 


Although there is generally a high level of accuracy 
in reporting, and relatively few records are placed in 
the suspense file, there is nevertheless some room 
for improvement. The current approach to resolving 
record-keeping problems involves a program of visits 
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to employers. These visits feature a hands-on 
approach through which about 75% of outstanding 
accounts are cleaned up. (The remaining 25% are 
usually very old accounts.) As of 1988, forty-nine 
employers had been visited, and there were plans to 
visit three groups of employers in each subsequent 
year. 


Three further suggestions for enhancing employer 
awareness, already mentioned in the report of the 
Board’s committee on the suspense file, should be 
mentioned here: 


1. Encourage Revenue Canada to include with its 
materials for employers more information on 
CPP and the importance of ensuring that the 
name and social insurance number of T-1 and 
T-4 slips match. 

2. Impress upon employers the need to inform 
employees who change their names that they 
must contact Employment and Immigration 
Canada to have their SIN records corrected. 

3. Discuss with provincial authorities the possibility 
of attaching a change of name application form 
to the marriage licence. 


General Public Awareness of the 
Need for Retirement Planning 


Specific concerns regarding the extent to which 
contributors are informed about the benefits of the 
Canada Pension Plan need to be set within the 
broader framework of the generally inadequate 
knowledge of pensions among the majority of 
Canadians. The general inadequacy of their know- 
ledge may be illustrated by further reference to the 
results from the Gallup-Allenvest survey. The 
general conclusion of that report’s author (vol. 1, 

p. 3) was that while Canadians do, in fact, have 
strong opinions on pensions, where factual know- 
ledge on what now exists is concerned there is a 
serious lack of understanding. "Certainly we would 
conclude that the average Canadian is either not 
consciously planning for his or her retirement 
security" or is "building on a foundation of 
ignorance." 


Table 2 provides, as illustration, survey results 
contrasting Canadians’ expectations for retirement 
security and their ability to estimate the percentage 
of pre-retirement income they might need to ensure 
that security. Responses in this table are analyzed by 
age and income levels. In general, close to half the 
respondents were at least somewhat confident that 
their income after retirement would be adequate 
(confidence increased with age and income) and did 
not expect a drop in their standard of living. 
Respondents in the 25-44 age group and those in the 
highest income groups were most confident. Forty- 
three percent of respondents expected to retire 
before age 65. Again, these expectations were highest 
among those aged 25-44 and those with higher 
incomes. 


When pressed to indicate the percentage of pre- 
retirement income required for retirement security, 
58% of the respondents ventured an opinion. 
However, only 45% suggested that they would need 
55% or more of pre-retirement income. Since 
responses indicating a lower proportion would pro- 
bably be considered unrealistic, it seems one may 
conclude that at least half the population are unable 
to make a reasonable estimate of their retirement 
income needs. (Capacity to make a reasonable 
estimate appears to increase with age and income 
level, however.) 


It was not possible to tell from the study results as 
presented, but it would be of interest to have a cross- 
analysis performed in order to see what relationship 
exists between confidence regarding retirement 
income and ability to estimate the proportion of pre- 
retirement income required to achieve that security. 


The same pattern of inadequate and incorrect infor- 
mation appeared when survey participants were 
asked about the characteristics of the employer- 
sponsored pension plans to which they themselves 
belong. Table 3 summarizes the extent to which plan 
members were aware of major plan features, by age 
and income level. 


When information provided by the plan participants 
is compared with information on pension plans 
provided by Statistics Canada, it becomes evident 
that the "knowledge" of plan participants is not 
altogether accurate. A comparison between 
respondents’ answers and data contained in the 1986 
edition of Pension Plans in Canada is offered in 
Table 4. 


It is interesting to note that while only 59% of 
respondents knew that they were in defined benefit 
plans, in fact approximately 92% should have so 
reported. As well, respondents were off the mark in 
estimating their contribution rate. In general, respon- 
dents were included to report the rate as higher than 
Statistics Canada suggests is in fact the case. 


Statistics Canada did not provide an exactly com- 
parable estimate of replacement income. However, 
since it does indicate that 56% of plan members are 
in unit benefit plans providing 2% of average salary 
times years of service, one can assume that 56% is a 
minimum estimate of the proportion of plan partici- 
pants who are in a plan offering 56% or better 
replacement income. 


It would appear from the information in Table 3 that 
those in the 18-24 year age group have very limited 
knowledge of the plans to which they belong. After 
that age knowledge, or presumed knowledge, 
increases. However, even in the age group 45-64, 
39% of respondents were reporting that they did not 
know what percent of salary their plans would 
provide. 


Table 2. Expectations Regarding Retirement Age and Income, 


Analyzed by Age and Income Level 


% of Respondents by Age Level 


18-24 25-44 45-64 65+ Total 
Very or somewhat confident 41 42 45 69 46 
that income after retirement will 
be adequate 
Will retire before age 65 — -. - ea 50 «44 i a 43 
Will not experience drop in standard 49 : 51 a 47 sC 
of living after retirement 
Having opinion on % of pre- aa 62 65 44 BB 
retirement salary required to ensure 
retirement security 
Estimate % required to be 55 or more - 39 a or SG a ae 


% of Respondents by Income Level 


Under 10,000- 20,000- 30,000- 40,000 
10,000 19,999 29,999 39,999 & over Total 
Very or somewhat confident 39 40 42 48 59 46 
that income after retirement 
will be adequate 
Will retire before age 65 30 42 46 50 46 re 
Will not experience drop in standard oi) 43 48 55 56 : 48 
of living after retirement 
Having opinion on % of pre- 45 58 66 70 a 58 
retirement salary required to ensure 
retirement security 
Estimate % required tobe 55 ormore 41 47 ao oe aye) 45 


Although they were somewhat fuzzy about the 
details of existing plans, whether publicly or 
privately sponsored, respondents exhibited consider- 
able support for the principle of saving for retire- 
ment. Table 5 summarizes by age and income levels 
the extent to which respondents were willing to 
forego current income in order to obtain better 
pension benefits. 


One of the most interesting aspects of Table 5 is that 
there is not as much variation by age and income 
level as might be expected. In all but two instances, 
the majority of the respondents indicated that they 
were willing to forego current income in order to 
obtain such benefits as indexation of pensions, or to 
participate in a government or company pension 
plan. 


While respondents appeared to be interested in 
improving their retirement situation, the survey data 
suggested that they were not as likely to make 
provisions on a voluntary basis, despite the avail- 
ability of tax-assisted savings vehicles for this 
purpose. Table 6 summarizes the extent to which 
respondents had embarked on a voluntary retirement 
savings program. 


It is interesting to note from Table 6 that, while the 
proportion of respondents saving for retirement rises 
considerably with age, the proportion who do not 
have such plans also rises. Another point of interest 
is that the incidence of RRSP ownership increases 
with age, but the incidence of regular contributions 
decreases. The information in the second part of 
Table 6 indicates that both ownership of and regular 
contributions to RRSPs are higher among respon- 
dents with higher incomes. Overall, only 30% of 
respondents reported actually having a retirement 
savings plan and only 23% reported owning an 
RRSP. 


Further public confusion and misinformation about 
pensions can be illustrated by responses to other 
questions in the survey. Table 7 summarizes these 
responses very briefly. 


It is clearly contradictory, although the respondents 
may not have realized it, to ask for compulsory 
defined benefit plans with benefits such as indexing 
and at the same time suggest that the appropriate 
vehicle for achieving this result is a self-managed 
money purchase plan invested mainly in fixed 
income securities. It seems appropriate to conclude 
that respondents have not been adequately 
instructed as to the advantages of defined benefit 
plans or the superiority over longer periods of time 
of the rate of return on investments in equities. 


Table 3. Knowledge of Employer-Sponsored Pension Plans, Analyzed by Age 
and Income Levels (Based on Respondents Participating in a Pension Plan) 


% of Respondents by Age Level 


18-24 25-44 45-64 65+ Total 
Type of plan offered by employer 
Defined benefit 40 61 60 65 59 
Defined contribution 16 24 29 30 25 
Don’t know 44 15 10 5 16 


Percent of employee’s salary contributed to the plan 


1-5% 26 28 24 a 25 
6-9% = 10 18 7 17 
10% or more eZ 55 14 7 Z| 
None 4 18 20 62 19 
Don’t know 38° 19 25 25 24 


Percent of salary plan would provide in retirement 


55% or less i? Bil 37 20 25 
56% or more 4 ai) 25 AF Oe 
Don’t know Wk 46 39 64 48 


% of Respondents by Income Level 


Under 10,000- 20,000- 30,000- 40,000 

10,000 195999 29,999 39,999 & Over Total 
Type of plan offered by employer 
Defined benefit 34 40 58 63 63 59 
Defined contribution 66 44 25 Pad a3 25 
Don’t know. = 16 16 16 16 16 


Percent of employee’s salary contributed to the plan 


1-5% 34 19 25 24 29 25 
6-9% = 3 4 18 16 iil 
10% or more = 25 25 17 21 a 
None 33 oF 19 16 18 19 
Don't know 34 25 a7 TY 20 24 


Percent of salary plan would provide in retirement 


55% of less 33 15 36 18 28 25 
56% ormore - 18 18 35 39 oF, 
Don’tknow _ 67 67 46 47 34 48 
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Table 4. Characteristics of Employer Pension Plans as Reported by Survey 
Participants and Statistics Canada 


Type of plan offered by employer 


Survey Respondents Statistics Canada 


Defined benefit 


57S) 


92 


Defined contribution 25 7 

Don’t know 16 - 
Employee contribution rate 

1-5% 25 33 

6-9% eal 59 

10% or more ; i z= 

None 19 a 

Don’t know 24 _ 
Percent of salary provided by plan 

55% or less 25 _ 

56% or more 27 Bor : 
Don’t know 48 a 


*Comparable data not available. However, 72% of all plan members belonged to a unit benefit plan, and 78% of these were 


in 2% plans. A 2% benefit in combination with 35 years’ service will produce a 70% benefit in a final earnings plan, 


somewhat less in a career average plan. 


Table 5. Willingness to Forego Current Income 


in Order to Obtain Enhance 


Retirement Benefits 


% of Respondents by Age Level 


18-24 25-44 45-64 65+ Total 
Willing to take a pay cut to obtain: 
Indexation of pension 53 56 58 52 56 
Portability of Assets 48 57 51 53 53 
Vesting of Benefits 54 56 50 ay? 53 
Willing to contribute to a pension plan rather than take the money now 
Company Pension Plan 56 62 64 62 63 
Government Pension Plan 47 62 63 63 59 
% of Respondents by Income Level 
Under 10,000- 20,000- 30,000- 40,000 
10,000 195999 29,999 S9.999 & over Total 
Willing to take a pay cut to obtain: 
Indexation of pension 50 56 bo 58 56 56 
Portability of Assets 55 53 om ape) 59 Be, 
Vesting of Benefits 56 Sy oo 52 56 53 
Willing to contribute to a pension plan rather than take the money now 
Company Pension Plan 59 62 67 64 67 625 
Government Pension Plan ae 64 68 62 58 59 


87 


Table 6. Participation in Voluntary Retirement Savings Programs, 
by Age and Income Levels 


% of Respondents by Age Level 


18-24 25-44 45-64 65+ Total 
Retirement Savings Program 
Have program 15 32 4] oF 30 
Plan to start one — 48 25 7 2 a 
No plans ay 43 52 (ia 48 
RRSP’s 
Own RRSP 5 25 36 18 Za 
Contribute regularly* 86 78 69 47 71 


% of Respondents by Income Level 


Under 10,000- 20,000- 30,000- 40,000 

10,000 USVI: ZOIDS 393999 & Over Total 
Retirement Savings Program 
Have program 3) 24 32 38 45 = 30 
Plan to start one oi 21 23 21 24 21 
No plans — 64 55 45 4] a 48 
RRSP’s 
Own RRSP 5 14 17 33 40 23 
Contribute regularly * 32 50 68 82 82 Fea 
Plan 


“Based on RRSP owners only 


Table 7. Design and Management of 
Pension Plans 


% of Respondents Agreeing 


Every Canadian employer should be 67 
required to set up a pension plan 

Defined benefit plans are preferred 50 
The C/QPP benefit should be increased Th 
Government-sponsored pension 62 


plans should be expanded 


The preferred manager for my personal retirement plan is: 


Myself — 49 
A professional investment manager 28 
~ Government ; its 
Em p loye r - 6 
My first choice of investment is: 7 
Fixed income (e.g., GIS certifiates) 27 
Government bonds “2 ee i, 
Realestate ao - 20 
Bank deposits : . ar 
Stocks = © ; a 6 


Corporate bonds 
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Improving Pension Awareness in Canada 


The preceding analysis of results from the 
Gallup-Allenvest study indicates that Canadians, on 
average, have only rather vague, and in many cases 
erroneous, notions as to the amount of income they 
may need in retirement, the size of the benefits for 
which they are in the process of qualifying, or the 
investment strategies required to maximize returns 
in personal retirement savings programs. 


There is some indication in the survey responses that 
the public would welcome an imposed solution to 
the problem of adequate retirement income, either 
through mandatory coverage in the private system or 
an increase in the C/QPP benefit. However, given 
that both policy options have been considered and 
rejected by government in the recent past, govern- 
ment has a residual duty to ensure that Canadians 
acquire a much better understanding of the benefits 
to which they are entitled and the shortfall in 
income that will have to be made up if they are 
indeed to enjoy a happy and financially secure 
retirement. 


It was brought to the committee’s attention that the 
need for improved retirement planning on the part of 
Canadians has been recognized by Health and 
Welfare Canada some years previously and that a 
comprehensive plan for providing counselling to 
interested Canadians has been developed. The plan 
included a comprehensive retirement income 
planning booklet, provision of personal counselling, 
a disclosure sheet to be filled in by employers and 
information on the level of replacement income 
needed in order to prevent a drop in living 
standards. In effect, the intention was to develop a 
full-scale Retirement Information System. 


The particular target group was middle income 
individuals, who, with careful planning, could 
achieve full income replacement without reference 
to GIS. However, the program would undoubtedly 
have been useful to others as well, given the 
generally inadequate knowledge of pensions 
displayed by Canadians at all income levels. 
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Unfortunately, government funding was not pro- 
vided for implementation of this project. (It was 
estimated that 20 people would be needed for the 
pilot project and 200 people to implement the 
system in full.) 


It is the opinion of this committee that the govern- 
ment was short-sighted in this matter, since it would 
appear to be advantageous to both government and 
individuals to ensure that retirement income needs 
are met as much as possible through group and 
individual pension plans rather than income-tested 
social security benefits such as GIS. 


The committee felt that work on the project should 
be resumed with a view to developing a model 
system which could be implemented ona 
cooperative basis by the public and private sectors. A 
system of this nature could be made available to 
financial counsellors, retirement planning specialists 
and others involved in retirement counselling. 
Hopefully, the system might lead to a better under- 
standing of CPP and private pension plans than 
appears to exist at present. As already pointed out, 
only 9 per cent of those surveyed in the Gallup- 
Allenvest study were able to estimate the size of the 
CPP benefit, and less than half were able to make a 
realistic estimate of their income needs in retirement. 


The committee therefore recommends: 


6. THAT planning for a comprehensive Retirement 
Information System be resumed. 

7. THAT consideration be given to implementing the 
program in cooperation with the private sector 
network of financial counsellors. 

8. THAT the system include a young person’s guide 
to retirement planning. 


The committee also noted that other means of giving 
Canadians a conceptual knowledge of the pension 
system and the gap between OAS/CPP benefits and 
adequate retirement income that must be closed by 
pension plan and private savings could be con- 
sidered. In particular, it was noted that the program 
of including short inserts in various government 
mailings had been highly successful and could well 
be extended. 


The committee was also aware that a new system of 
limits on tax assistance for retirement saving had 
been developed and published in draft form by the 
Department of Finance. One of the basic concepts of 
this new system is that in order to achieve the level 
of retirement income that most Canadians would like 
to have, it would be necessary to put about 18% of 
salary aside yearly, either on a personal basis or 
through participation in an employer-sponsored 
plan. The aspect of this scheme that is of most 
interest to this committee is that Revenue Canada 
will inform taxpayers annually as to the "unused 
deduction room" available to them. The Revenue 
Canada report could then be used by taxpayers as a 
guide to whether they have made adequate provision 
for retirement. Since there is provision for deduction 
room to accumulate, taxpayers could also determine 
on a longer term basis whether they are making 
adequate provision. Those who were accumulating 
very large amounts of unused room might well serve 
as a new target group for information on the need for 
retirement planning. 


The committee therefore recommends: 


9. THAT the program of inserts in various govern- 
ment mailings be extended to incorporate infor- 
mation on the pension system and the need for 
careful planning. 
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10. THAT if the new system of limits on tax 
assistance for retirement saving, based on the 
concepts of PA and unused deduction room, is 
introduced, efforts be made to alert those whose 
records show little or no retirement savings to 
the need for lifelong attention to retirement 
income planning. 


The committee felt that there should be periodic 
consideration of the extent to which Canadians are 
becoming better informed regarding the benefits 
available to them and the need for more attention to 
retirement planning. It appeared to the committee 
that an appropriate time for another survey would be 
in the year following activities to recognize the 25th 
Anniversary of the Canada Pension Plan. The 
committee therefore recommends: 


11. THAT another major survey of the public’s 
pension awareness be undertaken in 1992, 
following the 25th Anniversary of the Canada 
Pension Plan. 

12. THAT provision be made for similar surveys to be 
undertaken at regular intervals in the future. 


Role of the Minister in 
Promoting Pension Awareness 


An opportunity exists for the Minister of 
National Health and Welfare to play a strong role in 
the development of pension awareness among 
Canadians. As already noted, the 25th Anniversary 
of the Canada Pension Plan is rapidly approaching 
and offers an opportunity to highlight the plan’s 
major features to a large audience of interested 
citizens. 


The Minister also has an opportunity to advance the 
status of retirement planning in Canada, and thereby 


_ contribute to improved retirement security for all 


citizens. 


ad 


The committee therefore concludes its report by 
recommending: 


13. THAT the Minister of National Health and 
Welfare take a personal interest in raising the 
level of pension awareness of Canadians and 
explore all available means of achieving this 
objective. 


ol 


6. 


> 


Summary of Recommendations 


THAT very simple materials outlining the major 
features of the Canada Pension Plan be 
developed and distributed to students leaving 
high school, college, or university, and young 
people beginning employment. 

THAT labour unions, small businesses, and 
financial institutions be encouraged to make 
similar information available to their members, 
employees and clients on a continuing basis. 
THAT Health and Welfare Canada increase its 
efforts to communicate with population sub- 
groups where the language used is neither 
English nor French. 

THAT the 25th Anniversary of CPP in 1991 be 
used as a focus for strengthening the profile and 
image of the plan among Canadians. 

THAT the regional Client Centres as well as the 
national office be involved in activities relating 
to the 25th Anniversary. 

THAT planning for a comprehensive Retirement 
Information System be resumed. 


THAT consideration be given to implementing the 


program in cooperation with the private sector 
network of financial counsellors. 


ages 
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THAT the system include a young person’s guide 
to retirement planning. 

THAT the program of inserts in various govern- 
ment mailings be extended to incorporate infor- 
mation on the pension system and the need for 
careful planning. 

THAT if the new system of limits on tax 
assistance for retirement saving, based on the 
concepts of PA and unused deduction room, is 
introduced, efforts be made to alert those whose 
records show little or no retirement savings to 
the need for lifelong attention to retirement 
income planning. 

THAT another major survey of the public’s 
pension awareness be undertaken in 1992, 
following the 25th Anniversary of the Canada 
Pension Plan. 

THAT provision be made for similar surveys to be 
undertaken at regular intervals in the future. 


. THAT the Minister of National Health and 


Welfare take a personal interest in raising the 
level of pension awareness of Canadians and 
explore all available means of achieving this 

objective. 


Appendix: 
CPP Communications Programs and Activities 


Purposes 


¢ To provide the information people need to 
understand, benefit from, and gain access to 
income security programs 


e To raise people’s awareness of their rights and 
responsibilities under CPP 


e To raise the level of knowledge of CPP, 
particularly its major benefits 


e To assure people that CPP is financially sound 


e To raise awareness of CPP contributors’ 
accumulated contributions and their relationship 
to eventual earnings 


Existing Programs 
Direct Communication with the Public 


Various publications and exhibits have been pre- 
pared to inform the public about the major 
characteristics of CPP, the benefits available, 
eligibility and how to apply. The following is a list of 
booklets and fact sheets, with their approximate 
annual distribution. 


Booklets 

Your CPP Retirement Pension 272,300 
Your CPP Disability Benefits 235,500 
Your CPP Survivors Benefits 248,700 
International Social Security Agreements 80,000 
ISP Annual Report 2,000 
Overview of Income Security Programs 8,100 
Fact Sheets 

The CPP: Retirement Pension 185,400 
The CPP: Survivor Benefits 157,300 
The CPP: Disability Benefits 141,000 
The CPP: Division of Unadjusted 

Pensionable Earnings 167,000 
The CPP: Financing the Canada 

Pension Plan 129,000 
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Recent inserts mailed with CPP cheques have 
included the following: 


Your Rights and Responsibilities 
Increases in CPP Benefits 
Change of Address 
Your Canada Pension Plan: Let’s Keep 
the Record Straight (Nov. ’86 and June ’88) 
Your Canada Pension Plan is 
Changing for the Better 
Important Notice to Disability 
Pensioners 


(September *88) 
(January °88) 
(August ’87) 


(December ’86) 
(February ’87) 


Other inserts are sometimes included, dealing with 
matters of interest to seniors. 


A variety of other methods are used to provide the 
public with information. For example: 


e A standardized set of overhead slides and flip 
charts describing CPP was produced for use in 
presentations by Client Service Centres. Sixty- 
two sets are now in use across the country. 


e Portable display units were made to use in such 
settings as conferences, pre-retirement seminars, 
seniors shows, shopping malls, libraries, and 
Client Service Centres. The displays include 
lighting and shelves for publications. Twenty are 
in use across the country. 


e "Moving" message displays have been installed 
in 31 Client Service Centres across the country. 
The displays are designed to inform the public 
about frequently asked questions. 


The Income Security Programs Branch has 
established an ongoing Contributor Information 
Program. Over 12.5 million Contributor Information 
Packages were sent out from 1985 to 1988. Each 
contributor will get a package every three or four 
years. 


Special programs have included the 
following: 


Supermarket InfoCentres Network. Information on 
CPP was displayed in 900 supermarkets as part of a 
program to provide information on federal programs 
for seniors. CPP information was also included in 
the Seniors Guide to Federal Programs and Services, 
one of the publications in the display. 


Targeted Campaigns to Specific Clients and Publics. 
Examples include (1) a mailing in 1988 to contri- 
butors aged 60-69, pointing out that if they were 
thinking of retiring soon, they might benefit 
financially by retiring before the end of 1988; 

(2) information for immigrants, including 
publicizing of international social security agree- 
ments; and (3) information for Indians, who will 
soon be permitted to participate fully in CPP. 


Materials on Proposed CPP Changes. Copies of the 
consultation paper on survivor benefits were mailed 
to interest groups in September 1987. 


Surveys 


Surveys of clients and/or the general public are 
made from time to time. Recent examples include: 


¢ 1986 quality of service survey (ISP) 


e 1987 survey to measure effectiveness of CPP 
advertising campaign (ISP) 


e 1985 survey of Canadians’ attitudes to pensions 
and pension reform (Gallup, Allenvest for ISP) 


Communications to and through 
Intermediaries 


Employers 

There is a program of visits to employers who appear 
to have errors in CPP-related record-keeping. About 
75% of accounts are cleared up as a result of these 
visits. The remaining 25% are usually very old 
accounts. Forty-nine employers have been visited so 
far, and there are plans to visit three groups of 
employers each year. 


Revenue Canada publishes a guide for employers on 
how to calculate contributions and validate social 
insurance numbers. It also has a program to detect 
and notify employers about discrepancies between 
earnings and contributions. 


Media 

Regular contact with the media is maintained on 
such matters as international social security agree- 
ments. Information on eligibility is provided in cases 
where the media are investigating specific cases or 
preparing feature articles. 


MPs 

From time to time information is sent to MPs for 
their "householders" or to help their staff answer 
questions — e.g., information on early retirement. 


Insurance Industry 

Members of the insurance industry were recently 
visited to raise their awareness of CPP, particularly 
disability benefits and regulations. 


Other Groups 

A variety of other groups give out information on 
CPP and have, in the past, received information 
packages from ISP. A Health and Welfare study on 


the role of advisors is expected to be completed late 
this fall. 


Survey Results 


Several recent surveys indicate that the level of 
public knowledge of CPP, or of pensions in general, 
is not as high as might be hoped. For example: 
Gallup, Allenvest Poll (February, 1985) 


e In-home survey of people 18 and over 


e Strong opinions held but not much conscious 
planning for retirement income security 


e What planning there is is on a foundation of 
ignorance 


e 60% aware of CPP 
e 32% that it is indexed 
e 41% knew benefits are earnings-related 


e 9% knew correct amount of benefits; 59% had 
no idea what size benefits 


¢ 23% had RRSP’s, of whom 71% made regular 
contributions 


e 48% were not confident that their retirement 
income would be adequate. 


Longwoods Research Group (1987) 

e Assessment of 1987 CPP advertising campaign 

e Pessimism about future performance of CPP 
because of demographic shifts and the state of 
the economy 

¢ General recognition (86%) that it will be neces- 


sary to supplement CPP with other resources and 
savings 


e About half the adult population is aware of the 
CPP survivor and disability benefits; 51% 
believe the CPP is doing a "fairly" or "very" good 
job of meeting the needs of Canadians but no s 
clear rationale for believing this. 


Future Communication Programs 


The aging of the population may generate 
increased interest in CPP. 


Goldfarb (1986) ¢ Growth in size of client groups and target publics 
will require greater efficiency in communication 
x! People are concerned about the adequacy of (e.g., simpler language, self-guiding materials). 
pensions. 
; e Profile and image of CPP will have to be 
e Pension reform is an important issue (e.g., strengthened (25th Anniversary an opportunity). 
government should require employers, including ; 
small businesses, to offer pension plans to full- e Increasing need to direct communications to 
and part-time employees. multicultural communities. 


e Resources will have to be extended through 
increased use of related publications for 
information dissemination. 


¢ Communications will have to be increasingly 
client-driven, thus indicating that more research, 
monitoring and evaluation will be needed. 
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